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BETTER PRODUCTION ASSOCIATIONS MANAGEMENT SOUCHT 








Novosibirsk EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA (EKO) in 
Russian No 8, Aug 79 p 3 





[Text] A great deal has been done since the CPSU Central 
Committee and USSR Council of Ministers adopted the de- 
cree on further improvement of management of industry in 
March 1973. The master management schemes adopted previ- 
ously are being carried out, considerable experience has 
been gained in the operation of production and scientific- 
production associations, and the experience of the indus- 
trial sector is spreading into other sectors. In 1975 
there were 2,314 production and scientific-production as- 
sociations in the industrial sector consisting of 9,558 
production units and independent enterprises (an average 
of 4.1 per association); in 1977 ctnere were 3,670 associ- 
ations with 16,516 constituent units (an average of 4.5). 
{n 1975 production and scientific-production associations 
accounted for 24 percent of the industrial sector's sale: 
and 29 percent of its production personnel proper, while 
in 1977 it had 44 percent of the sales and 45 percent of 
the production personnel. The 25th CPSU Congress empha- 
sized in its examination of the party's economic strategy 
that there is no other way of solving the problems facing 
the country than rapid growth of labor productivity and a 
sharp rise in the efficiency of social production as a 
whole. Production associations have still not manifested 
themselves fully as a way of raising the efficiency of 
economic performance; creating the association is only a 
first step, the conditions have to be secured for its op- 
eration at maximum efficiency. EKO has written abowt the 
problems of associations on more than one occasion. We 
will mention the articles of A. M. Birman (No 1, 1978), 
L. I. Mokeyeva (No 4, 1978), V. I. Maksimenko, V. S. So- 
minskiy, M. A. Gusakov and V. I. Kukin (No 2, 1977), and 




















I. Ya. Yakovlev (No 2, 1977). In this issue we are pub- 
lishing three more articles on this topic. 


COPYR’GHT: Izdatel'stvo “Nauka,” “Ekonomika i organizatsiya promyshlennogo 
proizvodstva,”" 1979 


Conditions Necessary to Selif-Financing of Associations 


Novosibirsk EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA (EKO) in 
Russian No 8, Aug 79 pp 4-18 


[Article by V. L. Perlamutrov, doctor of economic sciences, Central Insti- 
tute for Mathematical Economics of the USSR Academy of Sciences, Moscow] 


[Text] The present organization of the financial system of the industrial 
sector was laid down in the 1930-1934 period, when production was growing 
rapidly on an extensive basis. For many years it played an important role 
in development of socialist industry and other sectors of the economy. At 
the present time, during the evolution of the new system of economic man- 
agement, which ensures the intensive type of development and presupposes 
strict financial accountability of each cost accounting unit for the final 
results of activity, the previous organization of finance does not suffi- 
ciently meet the requirements set for it. It contains elements of the 
“welfare” approach to associations, which detract from the motivation and 
responsibility of the cost accounting system: profit, working capital and 
depreciation are taken from one enterprise and given to another without com- 
pensation, long-term loans are essentially repaid with funds from the state 
budget, in a number of cases short-term credit financing operates automati- 
cally, all sorts of financial indebtedness are written off, and so on. 


Report data indicate a number of shortcomings in financial activity which 
are holding back the rise of the association's efficiency and quality of 
performance. For instance, the volume of payment documents not paid on time 
increased from 910 to 3,409 million rubles in the 1965-1976 period, the av- 
erage period of nonpayment of settlement documents increased from 9.3 to 
19.1 days, delinquent loan indebtedness increase. more than 1.5-fold, and 
the length of delinquency more than doubled. 


The general direction for improvement of the finance of associations has 
been defined by the decisions of the party and government and by the norma- 
tive documents in effect. They straightforwardly note the need for full re- 
imbursement of the costs of enterprises in production of output and for 
other economic purposes. It is a question of cost accousting self-financing 
both of the association's current expenditures and also a sizable portion of 
its capital outlays on the basis of the state plan. It is not simply a mat- 
ter of the pay-as-you-go principle governing expenditures of the cost ac- 
counting unit--the association, regardless of how and from what sources it 
is financed, but of the pay-as-you-go principle implemented in the form of 
self-financing--mainly with “own” resources and bank credit. 




















This kind of organization will greatly enhance responsibility and motivation 
of the cost accounting collective with respect to the results of investments. 
Fulfillment of planning targets will bring the association and society as a 
whole better results the lower are the costs of producing and selling the 
product. It will become economically disadvantageous to “endure” a low 
growth rate of efficiency, since it will not make it possible to obtain a 
large reward. Precise accounting of the return from every ruble invested in 
economic operations will become an important aspect of the association's ac- 
tivity, instead of the desire to obtain the maximum possible capital invest- 
ments in working capital from the ministry and the bank. 


Building Up Financial Resources 


In our ~iew the motivation of cost accounting collectives and their responsi- 
bility are not possible unless a strict dependence is established between 
the financia’. funds of the produccion association (fixed and working capital, 
special funds) on the end results of operation, on its efficiency. It is an 
important requirement for this that the state (ustavnyy) fund be made invio- 
lable, so that the association's own resources carnot be increased or dimin- 
ished administratively, without any relation at all to the results of eco- 
nomic performance. Growth of the state fund exclusively in proportion to 
the results of economic activity in each year, in proportion to the benefit 
in cost accounting terms, creates a sound basis for financial responsibility 
concerning the association's obligations. Of course, the association may 
have “surpluses” of own resources at various times and for various reasons. 
It is clear that they should not lie idle in a bank account, but should be 
in circulation, but their participation in circulation should be on cost ac- 
counting principles (reimbursement and repayment), so as not to detract from 
responsibility for cheir use and from the motivation to speed up their turn- 
over. We will refer here to the importance of improving centralized plan- 
ning, especially the internal consistency between the physical and financial 
breakdowns of the national economic plan and also the plans of industries 
and associations, which was talked about at the 25th CPSU Congress. 





Only under that condition can the procedure for financing be an effective 
lever for raising the efficiency of economic performance. As a rule orga- 
nizing operations on the principles of self-financing eliminates from prac- 
tice situations where associations settle their contractual obligations to 
suppliers, contractors, and transportation mainly with funds from the state 
budget, the ministry and the bank. Now associations always possess opportu- 
nities which are practically without limit for settling accounts with other 
parties to a contract with all manner of intraministry redistribution of 
funds,  wssistance, preferential bank loans, extensions on indebtedness to 
creditors, and so on. It is a striking fact that while nearly half of in- 
dustrial enterprises have a shortage of own working capital, and this is 
true of nearly 60 percent of enterprises under union jurisdiction, not a one 
of them is experiencing any sort of serious financial difficulties. 











The inviolability of the state fund requires that the cost accounting proce- 
dure supplement the growth of the association's own resources--again as a 
function of efficiency of economic performance, of the final results of eco- 
nomic operation. This procedure might be, for example, one in which the 
profit remaining after the charge on capital and payment for other economic 
(natural, labor and data) resources used and after payment of interest on 
loans would be distributed between the state budget and the enterprise on 
the basis of an established standard (including a standard allowance for ex- 
pansion of production and material incentives). It is important to prevent 
formation of an undistributed remainder of profit, which is contrary to the 
principles of cost accounting, and to put the proportions in which the 
profit is distributed between the enterprise and the state on a long-term 
basis. Excessively high profit might be subject tc a progressive tax. 


In such a system it is expedient to assign own resources not only to mate- 
rial incentive funds, but also in the established proportions to the produc- 
tion development fund for financing capital investments, to augment own 
working capital and to repay long-term and medium-term credit. Then the as- 
sociation's possibilities for making capital investments and the results of 
those investments would be directly related to the efficiency of operation. 
There would then be a real source for the growth of working capital in the 
cost accounting context. It seems to us that the entire amount of amortiza- 
tion deductions ought to go to the production development fund, since they 
represent the association's own financial resources for simple reproduction 
of fixed capital. 


On what terms can associations obtain bank loans? In our view it ought to 
be a general condition that the borrower should be allowed to form capital 
at least at the level of the planned rate of efficiency of capital invest- 
ments. Moreover, loans for capital investment projects should be granted 
for the standard period for repayment of the investments, and the interest 
on the loan should be fixed so as to take into account the share of "own" 
working capital in the total size of the investment: the higher the share 
of working capital, the lower the interest rate. This would put a limit on 
the demand of associations for financing and would stimulate economical ex- 
penditure of resources. 


As for loans for working capital, it is important that the conditions for ob- 
taining them be widely differentiated as a function of the financial condi- 
tion of the association or enterprise which is the borrower. Associations 
and other economic organizations whose performance is good, which are ful- 
filling their financial obligations punctually or ahead of schedule, could 

be granted loans at a lower rate of interest, for longer terms, and so on. 
Conversely, it would be wise to increase the accountability of associations 
and onterprises regularly failing to meet their financial obligations: the 
rate of interest on loans can be increased, loans could be secured by finan- 
cial guarantees on the part of the higher-level organization, and so on. 














The problez of strengthening the cost accounting foundations of the bank's 
credit operation arises in this connection. At present cost accounting is 
very limited in bank activity. The bulk of the bank's credit resources are 
formed not on the basis of cost accounting, but on a nonreimbursable basis 
(budget appropriations, withdrawa. of unassigned money resources of state 
enterprises without compensation). The range of measures which the bank can 
use to have an impact on the results of enterprise performance is very lis- 
ited. 


Until recently bank personnel had an incentive to reduce the volume of de- 
linquent loans and nonpayments, while in recent years they have been moti- 
vated to fulfill the cash plan. This is important, but by no means does it 
reflect the main thing in the activity of the bank, since it concerns only 
the organization of circulation of cash and money. The work of Stroybank is 
organized almost exclusively as an administrative agency for disbursing the 
resources of the entire state for capital investments. Cost accounting re- 
lations are nonexistent within the bank. 


It would be advisable to strengthen the financial liability and motivation 
of borrowers, payers and bank institutions. The following measures can be 
recommended to this end: 


i. a straightforward procedure for use of the state fund of fixed and work- 
ing capital by the bank; 


ii. payment for bank use of unassigned resources of customers to fulfill 
assignments for credit financing; 


iii. organization of credit and payment service of customers on the basis 
of the bank's 5-year business contracts with thea; 


iv. adoption of material incentives for bank personnel based on increasing 
the return from the amounts of credit issued, and so on. 


Note was taken at the 25th CPSU Congress of the need for great improvement 
in contractual responsibility in the economy and especially for combining 
incentives “with strict and irreversible penalties for violations of plan- 
ning and contractual discipline."* The transition to evaluation of the per- 
formance of associations and enterprises on the basis of fulfillment of con- 
tractual obligations of suppliers to customers will promote this to a con- 
siderable degree. 


It would seem that we need to institute a system of automatic penalties for 

breach of contract. It is especially important to increase the size of pen- 
alties and forfeits up to full reimbursement of loss by the party reponsible 
for inflicting it. After all, unreimbursed loss constitutes an illegitimate 





* "Materialy XXV s"yezda KPSS" [Proceedings of the 25th CPSU Congress], 
Moscow, Politizdat, 1976, p 60. 








withdrawal of financial resources from the injured party to the advantage of 
the guilty party. It seems to us that we should discuss the issue of whether 
penalties should be exacted by the lower-level agencies in the banking sys- 
tem, where all the necessary information concerning planned and actual dates 
and proportions of fulfillment of the terms of business contracts by the con- 
tracting parties is constantly in circulation.* 


Expenditure of Financial Resources 


Statements have been made to the effect that planning is incompatible with 
the self-financing of associations. But the system of their operation ve 
have been describing is one that urgently necessitates a serious improvement 
of planning,’ financial planning above all. Self-financing becomes possible 
only on the basis of gultiannual plans completely linked to physical targets 
and planned economic norms. Annual and quarterly financial plans of associ- 
ations and industries, separate financial and credit planning, and--as a 
consequence, a weak linkage between credit and financial operations of asso- 
ciations are inapplicable under the conditions of self-financing. It is in- 
dispensable to have unified financial-and-credit plans (covering turnover 
based both on barter and money) as a component part of national economic 
plans and the plans of industries, associations, economic regions and inter- 
sector complexes. 


Monitoring the funds which associations and enterprises disburse for wages 
has an important place in financial work, especially that done by bank in- 
stitutions. In the context of self-financing the economic interests of as- 
sociations would be made part of this supervision "from above": before ob- 
taining resources to pay wages from the bank, they would have to create 
them: to produce and sell their output, without thereby exceeding planned 
costs. There would be increased responsibility for economical and optisus 
organization of work in every area of production. 


Moreover, the transition to unified multiannual financial-and-credit plans 
makes it possible to shift the center of gravity from supervision as to the 
final stage (disbursement of funds) to improvement of the planned linkage be- 
tween noncash and cash movements of money. After all, it is the noncash in- 
vestments of resources, capital investments and working capital that to some 
degree become cash disbursements: wages and bonuses of construction workers, 
machinebuilders, and metallurgists, all those whose product goes to capital 
construction. The traditional reconciliation of retail sales plans and the 
balance of personal income and expenditures could be supplemented by planned 
linkage of personal income in the first stage of its "birth" with the volume 
of capital investment financing and operational activity (and planned as- 
signments for financial results), from which the payments to be made to work- 
ers ond employees are directly derived. 





* On this topic see the article by Ye. G. Liberman and V. P. Khaykin enti- 
tled “How To Protect the Interests of Enterprises Figuring as Consumers,” 
EXO, No 1, 1978. 














It is ia@portant to designate definitely the sources for financing outlay: of 
production associations. At present almost all the hopes of associations 
are bound up with obtaining resources through the budget or from the ainis- 
try (and the ministry in turn hopes that it will also receive them from the 
budget). As is the case vith enterprises receiving credit financing on the 
basis of turnover, the thinking is “the bank will pay, and then we shall 


see. A certain vagueness in these matters is even attractive to some man- 

agers in the economy. The whole point is to be able to “shake down” money. 

An executive who does not possess these qualities (even if he is good at his 
job) can hardly count on great success in his work. 


Matters stand differently with seif-financing. The main thing here is pre- 
cisely the ability to carry on economic activity efficiently and to use re- 
sources economically: to cover costs and to show initiative. In that sys- 
tem the resources from the state budget might be used by associations for 
the following purposes: 


i. for development of fundamentally new engineering and technology and for 
preparation of iis production; 


ii. for conducting basic and exploratory scientific research; 

iii. to build facilities or create products under assignments from the 
state which do not guarantee the standard rate of efficiency of capital in- 
vestments; 


iv. to carry out social welfare measures on a scale exceeding the capabili- 
ties of associations; 





v. to develop the infrastructure common to the entire economy. 


As for investments in projects whose costs are covered by the return within 
the limits of cost accounting activity and which ensure a return at at least 
the national economic level of efficiency of capital investments (including 
applied scientific research and technical development), they fall in the 
sphere of financing with “own” capital and bank credit, as well as repayable 
financial aid from the superior organization. 


It would seem that this procedure would improve the ori:ntation of associa- 
tions toward the ultimate efficiency of investments. After all, the asvoci- 
ation is interested not merely in increasing investments of resources, b it 
in achieving the end result of the investments--in obtaining a growth of out- 
put and an income that provides the planned return on every ruble invested 
in economic operations. Central authorities, of course, have the right to 
finance expenditures with budget funds when they deem this advisable. But 

it is important that decisions of this kind result from special and excep- 
tional considerations, that they be exceptions, rather than the rulv. 














Questions also arise concerning improvement of bank settlements between as- 
sociations and enterprises for deliveries and services. The acceptance, the 
predominant method in practice, if it ‘s <i.wed from the standpoiut of the 
accountability of contracting parties fox fulfillment of the teres of busi- 
ness contracts, has an important defect: wnen it is used, the customer 
grants consent to pay the bill before he has even received the shipment in 
most cases and before he has assured himself that it we.cs the specifica- 
tions of the business contract (in quantity and quality), technical stand- 
ards and technical specifications. It is not uncommon for unscrupulous sup- 
pliers or transport organizations to take advantage of this and avoid re- 
sponsibility for the poor quality or poor condition of goods. 


It would seem advisable to make extensive use of those forms of settleme:t 
for de'iveries and services in which the customer accepts the product or job 
received from the supplier, rather than a bill of account from the bank. 

The check is a form of settlement that meets this requirement; at present it 
occupies an extremely modest place in the payments traffic among economic en- 
tities. Everything should in our view be done to develop the use of checks, 
settlement by means of payment orders, overcoming the technical difficulties 
involved. 


The present procedure assigns he cxvenditures of associations and enter- 
prises to various classes of  «aortance. This is laid down in the mandatory 
order of priority te which pays from bank accounts are subject. First 
of all, associations disburse wages to workers and employees, end they make 
payments to the state budget; then come payments to suppliers and others for 
products and services; in the third place, settlement with the bank relatec 
to loans, and finally, they pay fines, penalties and forfeits to contracting 
parties to business contracts. 


The natural priority of payments based on date of receipt has been “making” 
its way for gore than 25 years, but still many financial officials believe 
that it should not be adopted. We feel that this situation is very such 
like the one that has come about with multiannual financial planning. In 
the present practice of the formation and expenditure of financial resources, 
priority based on date of receipt may perhaps be desirabie, but it is not 
mandatory. It is indispensable in the system of self-financing. 


Self-financing eliminates the “wel‘are approach" in furnishing resources to 
associations, aud it compels them to be concerned about their return. A de- 
livery or job overformed must be paid for on time. Wot only fulfillment of 
the sales plan, not only the creation of econonic incentive funds, but even 
capital investments ard all the economic activity of the association are 
then made dependent on complete and punctual fulfillment of financial obli- 
gations by other parties to contracts. Is it possible in such a system to 
fail to discharge obligations because “we still have not made full settle- 
ment to the budget, @uch less with you,” or “there can be no question of 
your penalties, when we still have not made all our payments related to 
loans,” and so on? 


























As for wages, which represent about 13 percent of the production cost of 
industrial products, any enterprise operating at all satisfactorily always 
shows a return on its expenditures sufficient to pay wages (if it has suffi- 
cient working capital, without which it is simply impossible to operate in 
the system of self-financing). 


Incidentally, as it is put by elderly financial officials, our increased at- 
tention to the priority of wage payments has been retained since the times 
of the New Economic Policy, when protecting the interests of workers and em- 
ployees of private enterprises was really crucial. But there have been no 
private enterprises for a long time now. 


It is feared that priority based on date of receipt will raise obstacles to 
the inflow of funds into the state budget, into local budgets in particular. 
The transition to priority of payments based on order of receipt, which was 
planned in 1954, was never carried out for precisely that reason. Relations 
between associations and the state budget will be taken up a bit further on; 
at this point we will note two circumstances. 


The present priority for the making of payments into the budget does not 
guarantee their collection on time. For instance, in the 1973-1976 period 
nonpayments of the economy to the state budget increased by more than 40 per- 
cent. Thus the present system merely creates a lulling appearance that obli- 
gations to the state--to the state budget--are fulfilled on a priority basis. 
One of the principal reasons for this situation is that deadlines for pay- 
ment into the budget are not synchronized with the actual circulation of re- 
sources of the sectors of the economy. 





There are many reasons why it is urgent to strengthen local budgets: im- 
provement of linkage between sectoral and regional management, solution of 
regional problems in development of production and the infrastructure, en- 
hancement of the role of local soviets in economic management, etc. Deduc- 
tions which are made from total payments of enterprises to the budget at 
stable rates and credited to regional budgets have justified themselves in 

a number of countries which are CEMA members. In any case, assignment of 
revenues to regional budgets regardless of the form, would give them a sound 
financial base and would make it possible to create conditions for solving 
that problem. 


Relations With the State Budget 


One of the reasons why many financial officials tend to distrust changes in 
the procedure for financing and distribution of profit between the state bud- 
get and the economy based on a norm are their fears for the revenues of the 
budg*t. their stability, punctuality and reliability. The fears are natural: 
the issue we are discussing is too important. But are those fears suffi- 
ciently justified? One might say that operating in the system of self- 
financing associations will have a greater motivation to fulfill obligations 
to the state budget than they do at present. 











Whereas the association's economic interest in creating and realizing a sur- 
plus is today limited to formation of economic incentive funds, while the 
unassigned remainder of profit and--with rare exceptions--the turnover tax 
remain outside those interests, self-financing and normative distribution of 
profit extend that interest to all of profit: the larger it is, the more ad- 
vantageous it is both for the association and also the state budget. More- 
over, the purposes for which profit will be used--both that portion which re- 
mains in the association and that which goes into the revenues of the bud- 
get--are determined by the state plan. Therefore a situation cannot come 
about in which associations "grow fat" in financial terms. In addition we 
should bear in mind the possibility of extensive development of rent and 
other fixed payments into the budget and a progressive tax on profit. There- 
fore there is actually a strengthening of the association's responsibility 
and motivation concerning higher efficiency and constant improvement of its 
financial condition. 


Perhaps associations will conceal their profit? This is impossible. We have 
unified state bookkeeping and financial reporting. Commercial secrecy does 
not exist. The association does not have a "stocking" in which it can keep 
its money hidden and covertly make expenditures therefrom. Aside from the 
planned and established standards governing their needs, there is nowhere 

for it to go. Indeed, bank institutions where the associations keep all 
their resources would not allow this. 


Self-financing, on the other hand, creates the basis for strengthening the 
budget, since it relieves it of financing a portion of the expenditures of 
associations--those which can be altogether made by the associations thenm- 
selves on the basis of the state plan. It relieves the budget of the need 
to draw off as revenues not only the surplus, but also a portion of the work- 
ing capital of enterprises operating normally, and indeed bank loans as well. 


Here is an example. In 1977 the rate of turnover of working capital in the 
industrial sector was nearly 70 days. This means that a ruble spent to ac- 
quire stocks of raw materials, supplies, fuel, and so on, returned in the 
form of proceeds from sale of the marketed product (including the surplus) 
into the bank account nearly 10 weeks later (the average for the industrial 
sector). And since the charge on capital, say, is paid into the revenues of 
the budget every 10 days in the amount of one-ninth of the planned quarterly 
amount, then only in the last 2 weeks of the quarter will our “average” en- 
terprise be paying surplus into the budget, while the rest of the time it 
will be making these payments with working capital, its own and borrowed. 

It is constantly making advances to the budget (against future surpluses), 
using for this purpose resources whose economic function is to cover produc- 
tion costs. 


These are average figures. In those industries where the rate of turnover 
of working capital was higher, which, for example, is the case in light in- 
dustry and the food industry, it is mainly profit or only profit that goes 
into the budget in the form of the charge on capital and the unassigned re- 
mainder of profit. Enterprises which have a particularly short operating 
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cycle are using in theſr operations for a certain time funds subject to pay- 
ment into the budget. Here the date for their payment into the budget comes 
late. 


In the heavy industries, where the production cycle is long or very long, on 
the other hand, working capital of enterprises flows into the budget for a 
long time. Unless the enterprise experiences financial difficulties, ex- 
cessive, unjustifiably abundant funds become involved in its cycle. If it 
experiences such difficulties during normal operation, it was not the fault 
of their working capital. The point here is that all industries have the 
same dates for making payments into the budget. It would be fine if the is- 
sue of full and punctual repienishment of budgetary revenues was resolved in 
this way. But, after all, that is not the cuse, it is not resolved: inev- 
itable differences in the rate of turnover of capital cannot be overcome by 
a departmental instruction. 


Is it on the whole justifiable from the economic standpoint to have a situa- 
tion in which the revenues of the budget include not only real surpluses, 

but also the working capital of enterprises operating normally and even bank 
credit of those enterprises? If the budget is financing most of the expen- 
ditures of associations (and, indeed, is also redistributing their “own" 
capital), then naturally it can also centralize in its own hands a sizable 
portion of those financial resources which by their nature do not constitute 
surpluses. This draining off of the economy's own resources essentially rep- 
resents a mechanism for redistribution of financial resources among enter- 
prises by means of the budget. 








But this detracts from the responsibility of enterprises for the growth of 
accumulation and the preservation of their "own" resources. This accounts 
for nonfulfillment of plans for profit and delays in the making of payments 
to suppliers and the bank. But since payments, though late, are made, and 
the budget will nevertheless later give the economy the working capital it 
has withdrawn (or the bank will come to their aid), and since this pattern 

is repeated annually and quarterly, everything seems ultimately to be normal. 
Except for one thing--the cost accounting incentives for optimum economic 
performance are not as effective as they should be, and the potential for ef- 
ficient economic performance is not being fully utilized. 


Is it not more logical to differentiate dates for making mandatory payments 
to the budget by industries as a function of their normal operating cycle, 
when the circulation of capital takes longer? The shortcoming we have noted 
in this procedure then disappears. But does not another one arise, for ex- 
ample, an insufficient volume of money flowing into the budget? No, it does 
not. because the volume of collection of revenues is mainly determined by 
the planned proportions in distribution of the accumulation of the economy 
between the needs of self-financing and the revenues of the budget. When 
profit is distributed on the basis of shares, this proportion can be fixed 
within a broad range as a function of the planned magnitude of these needs. 
In the system of self-financing this kind of procedure will in our view be- 
come preferable. 
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We should also note that as the principal cost accounting unit it is the pro- 
duction association that settles accounts with the budget and guarantees 

that this is done fully and punctually. It is another matter that the supe- 
rior organization can, if necessary, extend temporary financial aid. Propos- 
als to pass this function on to the ministries of specific industries are 
hardly acceptable: it is not excluded that the ministry will use the income 
of associations operating well to cover the shortage of funds of collectives 
operating poorly. And this means a weakening of cost accounting responsi- 
bility and of incentives for efficient economic performance in the principal 
unit--the production association. 


The turnover tax, which, after profit, is the second principal revenue of 
the budget, lies almost entirely outside the cost accounting interests of 
associations. Aside from certain unimportant channels (the consumer goods 
fund, etc.), it is not bound up with the growth or decrease of production 
development funds and economic incentive funds. 


Recently proposals have been made to apply the turnover tax to products of 
Group A of industry, which has a high profitability: the excessive profit- 
ability will vanish, and budget revenues will be bolstered. 


It would seem from the standpoint of invigorating cost accounting incentives 
and also from the standpoint of strengthening budget revenues that it would 
be more sound to adopt the opposite proposal, though it is more complicated 
to carry out: to “siphon” the largest possible portion of the turnover tax 
into profit. When it is distributed on the basis of norms, when extensive 
use is made of rent (fixed) payments, and assuming there is a progressive 
income tax, this makes it possible to regulate the ultimate profitability of 
associations without allowing it to increase excessively, and--an especially 
important point to emphasize--to include a sizable portion of the present 
turnover tax in the orbit of the cost accounting motivation of associations. 
After all, even if the tax on profit is 90 percent, there is an incentive to 
augment it: 10 kopecks of every ruble is retained to meet the needs of the 
association. 


The real idea of production efficiency is now being distorted, because in a 
way that is not evident the turnover tax is redistributing the surpluses cre- 
ated in some industries to others where the surpluses are shown as such. 

The corresponding share of the surplus is not taken into account in evaluat- 
ing the efficiency of operation of either group. A progressive tax on profit 
would better regulate profitability than the turnover tax. And finally, if 
the entire profit of the economy is taker into account, a revision of whole- 
sale prices makes it possible to establish normal profitability of produc- 
tion more simply and properly, and at the same time it avoids weakening in- 
ceni'ves for optimum organization of economic activity. 


COPYRIGHT: Izdatel'stvo "Nauka," "“Ekonomika i organizatsiya promyshlennogo 
proizvodstva,"™ 1979 
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From Organizational to Economic Unity 


Novosibirsk EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA (EKO) in 
Russian No 8, Aug 79 pp 19-27 


[Article by B. I. Tabachnikas, professor and doctor of economic sciences, 
Leningrad] 


[Text] There are more than 150 scientific-production associations [NPO] in 
operation in the USSR, including 36 in Leningrad. The experience of many 
Leningrad NPO's confirms the conclusion drawn by the 25th CPSU Congress to 
the effect that quite a few scientific-production associations and entire 
industries have moved out to advanced technical positions. We will give ex- 
amples. 


A large benefit has come from reduction of the time before completed re- 
search and development projects are applied and the time required to corre- 
late documentation, and also from the partial concurrency of certain stages 
in the “research-production"” cycle. When products in the Pozitron Associa- 
tion are being developed in scientific research institutes, the central de- 
sign office and at experimental plants, automatic production lines are si- 
multaneously being set up to manufacture them, and preparations are being 
made for installation of these lines at the plants where series production 
will be done and for attainment of rated capacity on those lines. Series 
manufacture is turned over to other enterprises if necessary. In such a 
case the NPO furnishes them the necessary equipment, which it installs, and 
it trains workers and engineering and technical personnel. The result was a 
sharp drop in the time required to reach rated capacity, the level of re- 
newal of the products list increased from 13.3 percent in 1968 to 66.7 per- 
cent in 1975, and the number of developments whose parameters exceeded the 
best domestic and foreign models increased from 32 to 70 percent during the 
Ninth Five-Year Plan. 


Creation of unified centralized managerial services made it possible for the 
Plastpolimer NPO to introduce the matrix system of planning, which ensures a 
comprehensive approach to scientific and engineering projects being carried 
out by all subdivisions and is the basis for compiling 5-year and current 
plans of each subdivision. During just the last 5-year plan the economic 
benefit per ruble of cost increased in that association almost 20 percent 
(from 5.1 to 6 rubles). 


In the Burevestnik NPO the sum total of the annual economic benefit during 
the years of the Ninth Five-Year Plan tripled, the share of products in the 
superior-quality category increased from 4 to 51.5 percent, and the share of 
those Jeveloped on the basis of inventions increased from 45 to 60 percent. 


In the all-union scientific-production association Soyuzavtomatstrom the 


time required to develop an automatic control system decreased from 7-8 to 
4-5 years during the period between 1971 and 1977, and the total annual 
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economic benefit per ruble of cost increased 23 percent. Thanks to use of 
the automatic process control system developed and manufactured by the asso- 
ciation, nearly 400,000 rubles of specific fuel and more than 40 million 
kilowatt-hours of electric power were saved just during the Ninth Five-Year 
Plan; the total saving exceeded 10 million rubles. 


The advantages of scientific-production associations are obvious. But un- 
fortunately the possibilities embodied in this type of union between science 
and production are not being fully utilized. 


In many NPO's the management structure, the wage and salary system, the sys- 
tem of indicators, and the procedure for planning and motivating higher ef- 
ficiency of scientific-production activity do not always promote effective 
solution of the problems they face by any means. 


The process of the NPO's growth into a unified scientific-production complex 
is still not complete. There are quite a few problems whose solution re- 
quires not only persistence and initiative on the part of the personnel of 
the associations, but also correction of certain normative documents. This 
necessity is bound up with the peculiarities of the NPO, with its nature. 


NPO's are participating in performance of all stages of the "“research-produc- 
tion" process, beginning with applied research (and sometimes even basic re- 
search) and ending with the manufacture of the finished product. Scientific 
ideas, physically embodied in the product put into production by the associ- 
ation (technological processes), and in a number of cases scientific infor- 
mation which can be applied outside the NPO, are the final product of the 
NPO's activity. The structural divisions which make up the NPO, in terms of 
the present classification of the Central Statistical Administration, belong 
to both the production sphere and the nonproductive sphere. Scientific ac- 
tivity and production activity are financed from different sources. The eco- 
nomic benefit of the scientific-production activity is realized not only 
within the given NPO, but also outside it--where the consumers use its prod- 
ucts. The sources of incentives are also unique; in a number of cases they 
are "external" with respect to the given complex, arriving in the form of 
deductions which the association obtains from other enterprises ani organi- 
zations and which are credited to the economic incentive funds of the NPO. 


What About Branches of Associations? 


The regulation on the scientific-production association provides for the en- 
terprises making it up to be transformed into scientific and production 
structural units which do not have the rights of a juridical person. The 
existence of independent scientific research institutes, plants, factories, 
and so ca, within the NPO is allowed only in certain cases. Only consistent 
implementation of this requirement can ensure true centralization of re- 
sources, the conduct of a unified technical policy, and flexible and respon- 
sive management of all the aspects of scientific-production activity. 
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We will begin with the last point. In spite of the requirements of the reg- 
ulation, in many NPO's numerous juridically independent subdivisions have 
been retained up to the present. The reason in a number of cases is that 
they are geographically distant irom the head organization, which are lo- 
cated in Leningrad. There can be no doubt that this circumstance should be 
taken into account. The juridical status and economic status of 10 pilot- 
experimental plants and design, installation and adjustment organizations of 
the all-union NPO Soyuzavtomatstrsm, which are located far from Leningrad 

(in Novorossiysk, Angarsk, Greznyy, and so on), or branches of the project 
planning institute which is part of the NPO Gidrolizprom (they are located 

in Kirov, Krasnodar, Vologda and Ufa), cannot coincide with the status of or- 
ganizations and enterprises of those associations which are located in Lenin- 
grad. But is it absolutely necessary that these units maintain juridical in- 
dependence in all cases without exception? After all, that status for them 
puts a limit on the association's capability to manage scientific-technical 
progress and to finance and motivate it. For example, in the associations 
mentioned above precisely because subdivisions have retained their juridical 
status it is not possible to create unified incentive funds and funds for as- 
similation or development of science and technology, and they are not being 
created. In the opinion of the officials of the association, the principal 
obstacle to transforming the peripheral subdivisions into structural units 

is that these subdivisions do not have the right to open their own credit 
transfer account (raschetnyy schet) in the local branch of Gosbank, without 
which the settlement of accounts with customers and suppliers is slower, and 
there are difficulties in supply and sales. It would seem that this contra- 
diction is altogether resolvable. In our view it would be wise to examine 
the question of a certain modification of the rights of structural units 
making up scientific-production associations and located at a distance from 
the parent organization. They could be granted the right to open a credit 
transfer account or to expand the range of operations they can handle 

through their current account (tekushchiy schet). 





In some NPO's juridical independence has been retained not only by periph- 
eral subdivisions, but also by certain organizations located in Leningrad 
and Leningradskaya Oblast (for example, the hydrolysis and biochemical! 
plants of the NPO Gidrolizprom, the Leningrad specialized installation ad- 
ministrations of the VNPO [all-union scientific-production association] So- 
yuzavtomatstrom). And though in practice these subdivisions are managed by 
the general administration (the general director's deputy for production), 
they are still oriented, as in the past, toward fulfillment of production 
plans, which are not by any means always correlated with the general goals 
of operation of the NPO, rather than toward solving scientific-technical 
problems. The principal reason for this situation that is usually mentioned 
is the existence of different sources and procedures for financing research 
and development and production activity and differences in conditions for 
planning and incentives: in a number of NPO's the production subdivisions 
operate under the new conditions, while the scientific-technical organiza- 
tions have still not made the transition. It would seem that these diffi- 
culties are also surmountable. What is needed is to step up the transition 
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of all subdivisions of the NPO to the new procedure for planniag and incen- 
tives on the basis of the experience of those NPO's (Pozitron, for example) 
where all the major scientific and production subdivisions have long since 
figured as structural units of a unified scientific-production complex. 





Experience in relations between the NPO and superior organizations allows us 
to draw certain conclusions. We will examine two patterns of management. 

One is that of the VNPO Soyuzavtomatstrom, which is directly subordinate to 
the Ministry of Building Materials Industry. The deputy minister approves 
targets for all indicators. Management of the NPO in accordance with this 
scheme fully corresponds to the role of this association as a scientific cen- 
ter of the industry. The situation is different in the NPO Gidrolizpron. 

It has become subordinate to the all-union industrial association Soyuzgidro- 
lizprom, which has jurisdiction over hydrolysis production. But the Lenin- 
grad NPO and a number of its organizations are responsible for the scien- 
tific-technical level of production not only of that product, but also of 
protein substances and biochemical preparations. The solving of scientific- 
technical problems and the answering of planning and financial questions 
necessitates repeated reconciliation of views, and management of the associ- 
ation is scattered among various divisions and administrations of the VPO 
{[all-union production association]. 


It seems to us that the examples we have given indicate convincingly enough 
that there are advantages in using a two-tier system of management rather 
than a three-tier system in many scientific-production associations. 


Ueifted Standard Tables of Organization Are Needed 


Achievement of the organizational unity of the NPO as a scientific-produc- 
tion complex should be supplemented by true economic integration. Nor do 
the organization of cost accounting and planning and incentives in scien- 
tific-production associations come close to meeting the requirements that 
arise out of the peculiarities, role and functions of these subdivisions. 


Attention is caught above all by shortcomings in the organization of remu- 
neration of personnel involved in management of the entire association. As 
a rule management functions are performed by the head organization, which is 
a scientific research institute, but in certain cases it is a project plan- 
ning and design institute. That is why the conditions for remuneration 
adopted for scientific research institutes or project planning and design 
and technological institutes are usually extended to them. But actual du- 
ties go far beyond the limits of supervision of individual aspects of oper- 
ation of scientific-technical organizations. The costs of maintaining the 
management staff are completely included in costs of R&D projects and are 
not cha.ged to the production costs of production subdivisions. 


Attempts are being made to solve this important problem differently. In the 
NPO Gidrolizprom centralized divisions have been created within the project 
planning institute which is the head organization, and those divisions are 
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responsible for management of the entire association. Personnel of the cen- 
tral accounting office are, moreover, included in the staffs of scientific 
research institutes, the project planning institute ind the ~iant, while 
staff members of the production planning division receive wages in the proj- 
ect planning institute and at the plant, the staff of the labor and wages 
division are »aid in the plant and in the scientific research institute, 
personnel of che scientific-technicai division are paid only in the scien- 
tific research institute, and those of the material and technical supply di- 
vision are paid only at the plant. 





So as to prevent an excessive diversity in remuneration, the association's 
management uses an entire range of fluctuations of salaries and bonuses, 
which are allowed by the tables of organization and bonus regulations of 
each of the structural subdivisions. 


It would seem that this is only a temporary solution. In our view the funda- 
mental solution is to work out unified standard tables of organization and 
salary scales for management personnel of the NPO, whose management would be 
kept within the head organization. 


Do NPO's Have a Unified Plan? 


The number one pr-blem in the improvement of planning is the content of the 
plan and of the indicators for evaluation of NPO performance and the proce- 
dure whereby they are approved. 


The scientific-proauction association is a unified complex. It should have 
a unified plan embracing all aspects of activity and all stages of the "re- 
search-production™ process. Do Leningrad associations have such a plan? 
Both yes and no. 


Yes, because in recent years the most important targets are being set not 
for individual structural units, but for the NPO as a whole. Many NPO's 
draft start-to-finish plans covering all phases of a new product's develop- 
ment and the preparation of its industrial production. The experience of 
Pozitron is instructive in this regard. The NPO Gidrolizprom has made an 
interesting attempt to compile a unified topic and production plan. 


Yet there still is no such plan in the Leningrad associations, because in 
practice not a single NPO has a unified 5-year and annual plan of R&D proj- 
ects and production activity (the R&D industrial financial plan), though 
drafting them has been envisaged by the Regulation on the NPO. Moreover, at 
present there is no perfected and tested method of drafting it. Though plan- 
ning targets are assigned to the association as a whole, in essen:e they are 
only = list of the traditional planning targets assigned separately to each 
aspect of activity: production, science, project planning, and construction. 
There are no indicators characterizing the overall performance of the NPO as 
a whole. The Regulation on the NPO provides for the planning of such an in- 
dicator as the assignment for the entire set of operations--from research to 
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new product submittal, and also assignments for delivery of technical docu- 
mentation and prototypes of new technology and the performance of installa- 
tion supervision and startup and adjustment work. But even these assign- 
ments are not fully worked out or assigned. 


The list of indicators of NPO performance does not include a single summary 
indicator reflecting the efficiency of its operation. However, such an in- 
dicator is indispensable in many cases; in relation to the creation of in- 
centive and bonus funds for management personnel of the NPO which cover the 
entire NPO, to evaluate the results of socialist competition, to apply vari- 
ous forms of nonfinancial incentives and to make technical-and-economic com- 
putations both in the stage of the NPO's creation and also in the process of 
its operation. 


What Sort of Basic Indicator Is Needed? 


The overwhelming majority of NPO personnel are agreed that the size of the 
economic benefit from use of the new product should be the basis of such an 
indicator. It should detect not only the profit earned by the assocation in 
question, but also a certain portion of the economic benefit accruing to con- 
sumers from use of the NPO's development work and products. At the present 
time this element of the benefit is to some extent, but by no means fully 
included in the price of the product assigned to the superior-quality cate- 
gory. The methods of calculating it could be perfected. A sound set of 
methods has been devised for this purpowe in the tora of the new standard 
method of computing the efficiency of new technology. What stands in the 
way of devising and using this indicator is that the NPO, whose scientific 
research organizations have not converted to the new system of planning and 
incentives (for example, Gidrolizprom), are not in practice motivated to 
achieve that benefit. Certain difficulties are also being felt by NPO's op- 
erating under the new system. For instance, the research institute of the 
NPO Soyuzavtomatstrom cannot obtain from consumers the portion of the bene- 
fit it is entitled to in the form of credits to the material incentive fund 
because Stroybank organizations have still not received the relevant instruc- 
tions.... 


Cost Accounting and the Unified “aterial Incentive Fund 


An effective system of material incentives is unthinkable unless there are 
common indicators and unless there is a unified material incentive fund. 
The regulation on its creation and use was approved back in 1976. But in 
practice it is in use only in those NPO's in which all units have converted 
to the new conditions of planning and incentives and in which there are no 
juridically independent subdivisions. Unified funds cannot be created un- 
less these two conditions are met. We see this as still another argument 
for speeding up the conversion of all NPO's to the new conditions of opera- 
tion and for further improvement of their structure in accordance with the 
Regulation on the NPO. 
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We should note that the method of setting up the material incentive fund 
also needs further improvement. At present it constitutes a sum of funds 
set up in structural subdivisions under different conditions and on the ba- 
sis of different ‘ndicators: as a function of the economic benefit of new 
technology accruing to its manufacturers and consumers, transfers from 
profit to the material incentive fund of production enterprises, and so on. 
The regulation permits redistribution of resources between scientific and 
production subdivisions, provides for reduction of the size of incentives 
when a series-produced product has been so produced for a period exceeding 
3 years, and it allows other incentives and penalties reflecting the spe- 
cific nature of the NPO. But the actual size of the unified fund does not 
depend on the overall results of scientific-and-production activity. A di- 
rect and immediate connection between the size of incentives and the effi- 
ciency of operation of the NPO can be established only if the size of the 
incentive fund is determined by the degree of fulfillment of the plan or by 
the dynamic behavior of overall economic indicators. 





In this article we have touched upon only a small group of problems in op- 
eration of scientific-production associations. Solving them effectively 
wiil depend largely on the persistence and initiative of NPO managers and 
personnel of staff services for economic statistics. Some of the problems 
should be posed for ministries and planning organizations. Academic econo- 
mists could make a substantial contribution to their solution. 


COPYRIGHT: Izdatel'stvo "Nauka," “Ekonomika i organizatsiya promyshlennogo 
proizvodstva," 1979 


Dispersion or Compactness? 


Novosibirsk EKONOMIKA I ORGANIZATSIYA PROMYSHLENNOGO PROIZVODSTVA (EKO) in 
Russian No 8, ‘ug 79 pp 28-36 


[Article by 0. I. Yentov, candidate of economic sciences, V. I. Zhivago, 
candidate of economic sciences, and V. S. Kirsh, All-Union Scientific Re- 
search Institute for the Organization of Production and Work in Ferrous Met- 
allurgy, Khar'kov] 


[Text] The natural process of concentration of industrial production opera- 
tions has raised a number of questions which in our opinion have to be re- 
solved before the advantages of production associations can be fully real- 
ized. 


Associations in Various Industries 
In tne literature four forms of concentration of production are distin- 


guished: aggregate (enlargement of unit capacity and of the share of units 
with high output), technological (concentration of the production of articles 
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of the same kind), plant (enlargement of ..cerprises) and economic-organiza- 
tional (unification of several previously independent enterprises) .* 


The figures given in Table 1 offer an idea of the level of plant concentra- 
tion. They compel us to reflect about the possibility and advisability of 
setting up production associations in different industries. 


Table 1. Average Value of Fixed Productive Capital and Average Number of 
Production Personnel Proper of Enterprises in Different Indus- 
tries, 19737 


Number of Fixed Productive Capi- Number of 





Industry Enterprises tal, millions of rubles Personnel 
Electric power 1,344 38.8 490 
Fuel 1,350 30.7 1,070 
Ferrous metallurgy 335 96.3 4,047 
Chemical and petrochemical 

industries 1,089 28.1 1,531 
Machinebuilding and metal 

manufacturing 8,437 8.1 1,548 


Timber, woodworking and 
pulp-and-paper indus- 


tries 6,194 2.6 453 
Building materials 4,405 4.9 & 15 
Light industry 8,726 1.7 578 
Food industry 11,405 2.4 257 





¥ Calculated from the data of the statistical yearbook “Narodnoye khoz- 
yaystvo SSSR v 1973 g." [Soviet Economy in 1973], pp 57, 203, 227 and 237. 


On the average enterprises in the first group (in the table) of five indus- 
tries are 3.6-fold larger than enterprises in the second group with respect 
to the number of production personnel proper and 6.9-fold larger with re- 
spect to the value of productive capital. If we compare the level of con- 
centraticn at, say, enterprises in ferrous metallurgy and the food industry, 
we see a range of difference amounting to nearly 16:1 with respect to the 
number of personnel and 40:1 with respect to the value of productive capital. 


As of 1 January 1976 there were 45 production associations in fcrrous metal- 
lurgy, 419 in light industry and 353 in the food industry. But what was the 
level of concentration? In light industry for every association there were 
20 enterprises not included in an association, and in the food industry 
there were 32 such enterprises. At the same time, in ferrous metallurgy for 
every «sociation there were seven enterprises not included in an associa- 
tion. 





* Kvasha, Ya. B., "Statistika novoy tekhniki” [Statistics of New Technol- 
ogy], Moscow, 1966; “Ekonomika sotsialisticheskoy promyshlennosti” [Econom 
ics of Socialist Industry], 5th edition, edited by L. I. Itin, Moscow, 1974. 
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Table 2, which vas compiled irom the data of a survey conducted by the au- 
thors, gives more specific patterns concerning plant concentration in the 
production associations that have been created. 
Table 2. Average Value of Productive Capital and Average Number of Produc- 
tion Personnel Proper Per Enterprise Belonging to Certain Associ- 
ations, 1975 
No of En- Productive No of Distance From 
terprises Capital, Per- Management 
Ministry and Produc- Making Up thousands son- Feadquarters, 
tion Association Association of rubles nel kn 
Ministry of Ferrous Metal- ry 
lurgy 
Uralchermet 10 79,270 5,670 303 
Uralruda 12 55,108 2,025 452 
Tsentroruda 8 76,637 1,975 321 
Krivbassruda 12 59,433 2,108 20 
Ukrkoks 15 72,147 2,273 282 
Ukrogneupornerud 22 24,450 1,754 242 
Ministry of Coal Industry 
Donetskugol' 28 38,631 2,318 5 
Voroshilovgradugol' 12 34,427 2,471 38 
Voroshilovgradugle- 
obogashchentye 12 7,913 3% 48 


Ministry of Tractor and 
Agricultural Machine- 
building 
"Sickle and Hammer" 2 77,743 9,550 6 
Ministry of Machinebuilding 
for Light and Food Indus- 
try and Household Appli- 
ances 
Torgkholodmash 2 14,840 2,845 1,063 
Ministry of Light Industry 
Association of Footwear 


Enterprises 6 1,948 994 25 
"Khar *kov" Association 
of the garment industry 5 444 634 84 


Ministry of Food Industry 
Association of the Brew- 
ing and Nonalcoholic 


Beverage Industry 6 1,930 2a 57 
Minis.cy of Meat and Dairy 
Industry 
Association of the Dairy 
Industry 22 1,316 161 84 
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In spite of the substantial differences between associations, their produc- 
tion and business activity are regulated by one and the same regulation on 
the production association (combine). Both small production associations 
and giant associativns (dozens of large enterprises hundreds of kilometers 
from the association's headquarters; tens of thousands of workers; pr oduc- 
tive capital running to hundreds of millions of rubles) are regarded as a 
primary unit ia industry and are accorded the same functions and rights. 


Let us see how the giant associations are functioning. 


Is {t Always Possible To Centralize Production and Economic Functions in 
Production Associations? 


One of the principal advantages of production associations is the possibil- 
ity they afford of centralizing managerial and production functions and of 
distributing them optimally. Legal relations and settlement of accounts 
with suppliers and consumers, financial matters, planning and 1 scordheeping, 
etc., are concentrated in the association's management headquarters, whi'e 
the production functions are mainly concentrated in the production units. 


Centralization of managerial functions makes it possible to reduce manage- 
ment cost while at the same time making management more responsive and effi- 
cient. Moreover, it affords an appreciable economic benefit thanks to spe- 
cialization. For instance, centralization of repair service makes it pos- 
sible to improve the quality of repair though costs are reduced. 


The survey shows that centralization of production and service functions 
proves possible and advisable only when the enterprises or structural subdi- 
visions making up the association are compactly located. Repair service, 
fuel and power, transport, and warehouse management are centralized for all 
production subdivisions of metallurgical combines located on one site. It 
is also natural to centralize economic functions for those same subdivisions: 
ple -ning, accounting, settlement of accounts with contracting parties out- 
side the association, and relations with Gosbank, statistical agencies, and 
local soviet and other organizations. 


These same processes are typical of the production associations of the coal 
industry, which as a rule are located within a single administrative oblast 
or even city. ° 


A sizable benefit from centralization of production and service functions is 
also obtained in associations of light and food industry, whose enterprises 
are usually compactly located. For instance, not only have functions per- 
taining to production as a whole been centralized in the Khar'kov Footwear 
Association, but certain elements of the principal manufacturing process 
have also been centralized: patternmakin,, the cutting out of soles, inner 
soles and workpieces, glue manufacture, etc., have also been centralized. 

As for managerial functions, only line personnel have been retained at foot- 
wear factories making up the association: the director, the chief engineer 
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and the foremen. Instead of the functional services at factories there are 
usually one or two engineering and technical workers (mechanic, control 
clerk, normsetter). The functional divisions are lacking at the factories, 
and the factories have no accounts whatsoever in the local branch of Gosbank. 


The pattern is completely different in associations which include several 
large enterprises scattered sometimes at distances of hundreds of kilometers. 
Though from the formal standpoint they are reduced to the status of produc- 
tion units, this by no means makes it possible to centralize functions. 


In such a case it is impossible to centralize even repair and fuel and power 
service, nor warehouse management, nor transport. For example, in the Soyuz- 
konditsioner Production Association the parent plant and institute VNIIKondi- 
tsioner are located in Khar'kov, three enterprises are in Moscow and Moskov- 
skaya Oblast, and one each are in Donetskaya and Kostromskaya oblasts and 
Lithuanian SSR. The average distance of the subordinate enterprises from 

the management headquarters is 950 km. It is natural that each of the 
plants making up the association retains its own repair capability, power 
plant and warehouse operation. 


Nor do matters stand better with centralization of staff economic functions. 
Accounting and reporting, in particular, cannot be centralized, because the 
information circulating through statistical and bookkeeping channels, not to 
mention operational data, must go through primary processing at the place 
where it is generated. This means that a specialized accounting staff must 
be maintained at large enterprises making up the association. But an ac- 
counting staff is also needed in the headquarters of the association, since 
the information coming in from subordinate enterprises has to be summarized. 


Supply and sales cannot be centralized, because regular contacts with local 
regional administrations of the system of USSR Gossnab and railroad depart- 
ments are carried on far more conveniently by the enterprises themseives. 
Otherwise the headquarters of the association would have to come into con- 
tact simultaneously with several regional administrations and railroad de- 
partments located in different oblasts and separated by hundreds of kilome- 
ters. This kind of centralization can hardly be regarded as sensible. 


Often a way out is found by retaining the juridical independence of the en- 
terprises making up the association; the necessary attributes of this inde- 
pendence are the status of a juridical person, which affords the right of 
entering into business relations with contracting parties outside the asso- 
ciation in the unit's own name, and the unit's having its own credit trans- 
fer account in Gosbank. 


In 19/6 nearly half of the enterprises making up associations enjoyed juridi- 
cal independence. Doubts arise in this connection as to whether they should 
be part of associations at all. After all, there are associations in which 
the share of independent enterp-ises goes as high as 70-80 percent, and the 
association mentioned above, So uzkonditsioner, consists only of independent 


23 

















enterprises! In such associations, of course, there can be no question of 
any kind of centralization of functions. 


Cost Accounting in Diffuse Production Associations 
A production unit within an association is not a subdivision within a plant 


like a shop or section, but it is not an independent enterprise either. 
From the standpoint of cost accounting this fact has essential significance. 





Enterprises belonging to production associations and afforded the status of 
production units, as though they were subdivisions within a plant, are de- 
prived of the credit transfer account in which the results of their economic 
performance would be reflected. At best they have a subaccount of the asso- 
ciation in the local branch of Gosbank, but as a rule the funds accumulated 
in that subaccount are transferred every few days to the credit transfer ac- 
count of the association. 


If the production unit has any sort of relations with external contracting 
parties, then it is only in the association's name and with its authoriza- 
tion, and it is the association which bears financial liability. Conse- 
quently, such enterprises as the Lysva and Verkh-Isetskiy metallurgical 
plants in the association Uralchermet (with work forces of 16,000 and 9,000 
persons and capital of 78 and 354 million rubles, respectively), the Khar'kov 
Starter Motor Plant, which is part of the Sickle and Hammer Association 

(with a work force of 6,000 and capital valued at 76 million rubles) are not 
even economic units from the juridical standpoint. 


The managers of production associations often complain that supervision over 
expenditure of working capital has become slack in subordinate production 
units. But this is an inevitable consequence of depriving the production 
units of the attributes of economic entities. After all, it is stated in 
Point 41 of the Regulation on the Production Association (Combine) that "the 
working capital assigned to the production unit can be withdrawn from it by 
the production association...." 


The lack of motivation in economizing on working capital is only one of the 
manifestations of the general decline of motivation on the part of large 
production collectives concerning the cost accounting results of their work. 
As we know, if an assembly shop "has overloaded its program, and as a result 
the plant does not fulfill its planning targets, then the size of bonuses is 
reduced not only for the assembly shop, but also for the other shops of the 
plant, regardless of their performance. People understand this, since trom 
the social standpoint the plant is a unified collective whose work is evalu- 
ated according to the results of its entire production and economic activity. 


The situation is different in large production associations. If in spite of 
good performance indicators plant A experiences a reduction in the size of 
economic incentive funds because plant B, located hundreds of kilometers 
away, has not fulfilled its plan, then it is difficult for the work force of 
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plant A to understand this. The principles of intraplant cost accounting 
cannot be extended to enterprises like this; associations made up of such 
enterprises obviously cannot be regarded as the bottom tier of the indus- 
trial sector. 


Relations With Outside Organizations 


As soon as the production association becomes the primary unit in industry, 
then outside organizations must not enter into direct relations with produc- 
tion units. But people do not always manage to maintain this apparently 
logical scheme. 


First of all, this scheme is not maintained in relations with agencies for 
material and technical supply. Production units located in different admin- 
istrative oblasts, as we have noted, are compelled to enter into direct re- 
lations with regional administrations of Gossnab and the corresponding de- 
partments of the railroads. 





Much the same situation prevails with local agencies of the USSR Central 
Statistical Administration. Statistical reporting goes through oblast sta- 
tistical administrations on the basis of the location of the production 
units in practically the same volume as before, when what are now production 
units were independent enterprises. At the same time the production units 
send all their statistical reports in the same volume to the headquarters of 
the association as well, and the latter submits it to the statistical admin- 
istration of its own region. 


Thus the reorganization of the management of industry by setting up produc- 
tion associations have in practice not been reflected in the relations be- 
tween enterprises and material and technical supply agencies, government 
statistical agencies, or railroad departments. 


Relations are structured somewhat differently between production associations 
and USSR Gosbank, which strives to establish a centralized procedure for 
credit financing and settlement of production associations. But difficul- 
ties are being encountered even in this, which is why credit transfer subac- 
counts of associations are being opened at places where production units are 
located as a temporary measure. Since complete centralization of bookkeep- 
ing and settlement of accounts with suppliers and consumers in large associ- 
ations which have distant production units does not appear to be possible, 
curtailing operations through the credit transfer subaccounts on the basis 
of the location of those units only increases the flow of paper in the asso- 
ciation and creates new problems related to monitoring the control of money. 


The ex.ensive and varied experience in the operation of associations needs 
to be thoroughly analyzed. Constant attention should be paid to elements of 
formalism, which unfortunately sometimes accompany the important process of 
concentration of production. 
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As experience shows, the formal demotion of the previously independent large 
enterprises to the status of production units is not yielding an economic 
benefit. Moreover, management is becoming more difficult with respect to a 
number of functions (finance, accounting, supply, sales, etc.), and the 


large work forces are less interested in improving the performance of produc- 
tion and economic activity. 


The extremely large production associations conform better to the status of 
an industrial association than a production association with respect to 
their structure, their technical-and-economic parameters, their geographic 
pattern and their system of management. Would it not be more sensible to 
grant them that status and grant juridical and economic independence to the 
production units making them up? 


COPYRIGHT: Izdatel'stvo "Nauka," "Ekonomika i organizatsiya promyshlennogo 
proizvodstva,” 1979 
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STATISTICS AS AN IMPORTANT PLANNING, MANAGEMENT TOOL 
Moscow VESTNIK STATISTIKI in Russian No 8, Aug 79 pp 5-12 
[Article by I. Matyukha] 


The theory of planning that was developed in our country in the early 1920's 
and that is being successfully employed in practice opened up a new trend 
in the development of statistics and made it one of the most important 
tools in state control. This new role of statistics in the socialist state 
was pointed out by V. I. Lenin in a number of his works. In memoranda and 
letters sent to Gosplan and TsSU [Central Statistics Administration], V. I. 
Lenin expounded the basic tasks of state statistics, which lie in the study 
of the socialist economy on the basis of absolutely complete, reliable, 

and scientifically substantiated data, in the supervising and analysis of 
the execution of state plans, and the preparation of practical recommenda- 
tions on the basis of the results of that analysis. 


V. I. Lenin attached great importance to statistics in the administration of 
the state and pointed out the necessity of involving in the work of the 
newly created statistical agencies “the best statistical forces in the 
Republic.” It was precisely those forces, together with the young specialists 
who were supplementing the ranks of the statisticians and economists, who 
executed, on the eve of the first planned elaborations of the development of 
the national economy, the most difficult work of organizing state statistics 
in the center and in the outlying areas, and carried out a number of major 
statistical studies in industry, agriculture, and other branches of the 
national economy. In 1920 the first population census during Soviet time 
was carried out. During those same years budgetary studies were organized; 
these were one of the basic sources of information concerning the material 
and cultural standard of living of the workers, employees, and peasants 
during that period. Current reporting practices by state enterprises, 
institutions, and organizations were introduced and improved. In 1926 the 
Univereal Population Census was conducted. 


As a result of the censuses, random research studies, and a number of other 
projects carried out by the statistical agencies, extensive material was 
collected, characterizing the state of the economy and making it possible to 
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resolve the rirst-priority tasks of restoring and further developing the 
country's national economy. 


The construction by TsSU of the first balance sheet for the country's 
national economy for 1923-1924 was completely unusual from the scientific, 
methodological, and practical point of view. That balance sheet character- 
ized th: interrelationships between the production and distribution of the 
material blessings in the national economy. Despite che number of short- 
comings in that balance sheet, and, primarily, the fact that it failed to 
contain any data concerning the correlation between the social sectors and 
classes of the population in the production and distribution of the social 
product and the national income, it played an important role in developing 
economic and statistical science, and in creating new methods of completely 
analyzing the process of socialist reproduction. The construction of 

the balance sheet for the national economy, in essence, marked the beginning 
of the formation of the system of economic-statistical indices for the 
condition and development of the national economy, which were organically 
linked to one another and which reflected the processes of the social life of 
the new socialist system during the period of its creation and development. 


The elaboration of the methodological foundations of statistics, the 
organizing of the systematic collection of statistical information by the 
TsSU during the first years of the Soviet authority, the complete elabora- 
tion and economic analysis of that information provided the planning and 
economic agencies with the necessary materials for preparing the first plans 
for the development of the country's national economy, and then for 
supervising their execution. 





As early as the elaboration of the first long-range plan for the development 
of the national economy on the basis of electrification (the GOELRO plan), 
which was planned for a 10-15 year period, wide use was made of statistical 
materials to analyze the condition of the economy in the country as a 

whole and by its economic rehions. More than 500 pages of tabular statis- 
tical materials accompanied the report by the state commission responsible 
for elaborating that plan. 


Especially broad use was made of various kinds of statistical information 
when elaborating the first five-year plan. One could cite numerous 
examples of the use of statistical data for the purpose of substantiating 
the basic trends present in the plan — the course aimed at overcoming 

the capitalist elements and then the consistent reinforcement of the 
socialist elements in the country's economic system, for the purpose of 
executing a number of computations linked with problems of developing 
individual branches of the national economy, organizing labor and training 
skillec personnel, consumption, trade, price policy, the solution of the 
social program, etc. Use was made of the experience gained during the first 
balance-sheet projects by TsSU for the purpose of substantiating in the 
planning computations the volumes of the national income, the development 
of the process of socialization of production, the construction of the 
country's power balance sheet, and the resolution of other important 
problems. 
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In the four volumes of the basic materials for the First Five-Year Plan, 
which were published in 1929-1930, there is a large amount of tabular 
material and a large number of composite tables pertaining to the basic 
indices characterizing the country as a whole and its economic regions in 
1927-1928, that is, the base year that preceded the period being p)anned. 
This is a set of data that characterizes: the size and composition of the 
population, the country's national income, the fixed assets and working 
capital, capital investments, the electrification of the national economy, 
the development of industrial production (including Group A and Group B), 
agriculture, construction, transport, state budget and monetary circulation, 
price indexes, etc. 


Special tables cited the planning indices for the structure of the country's 
national economy as of the end of the five-year period, as compared with 

the corresponding data for 1927-1928; the growth rates for the most important 
planning indices as compared with the base year, and also with 1922-1923 and 
1913. 


Among the indices pertaining to the structure of the national economy one's 
attention is drawn by the following indices: national income (by sources of 
its formation); fixed assets and capital investments (by branches of the 
national economy); power and fuel balance sheets; industrial production; 
nonagricultural population and socialized economy; composite state budget, 
by sources of its formation and ear-marked expenditures. 


The elaboration of the First Five-Year Plan required the concentration of a 
large volume of various kinds of statistical and technical-economic informa- 
tion. The especially voluminous statistical and other material was analyzed 
and used when developing the planning assignments by regions and branches. 
This information was obtained from the local statistical, planning, and 
economic agencies. With regard to the comprehensive development of all 
regions of the country, as early as the First Five-Year Plan an important 
and long-range task was emphasized -- the shifting of the centers of 
economic life toward the east. 


In the process of developing the First Five-Year Plan, broad use was made 
of statistical and various kinds of economic information, although a con- 
siderable amount of work to use statistical information was already done 
when preparing the GOELRO plan. 


It is especially necessary to emphasize the development of the analysis of 
the dynamic series of statistical indices, which made it possible to 
locate the most overall tendencies and underlying natural laws involved in 
the change of various economic phenomena. A large amount of work in this 
direction was done by specialists at Gosplan, TsSU, and a number of the 
people's commissariats. "From the methodological point of view," as was 
mentioned in the composite survey of the first volume of materials "Pyati- 
letniy plan narodnokhozyaystvennogo stroitel'stva SSSR [The Five-Year Plan 
for the Construction of the USSR National Economy], "this provided the 
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opportunity to free oneself from that method of extrapolation to which one 
inevitably had to resort at the previous stages in the long-term planning 

and which led to the insufficient evaluation of the possible rates of our 

development and construction" ( "Pyatiletniy plan narodnokhozyaystvennogo 

stroitel’stva SSSR," Vol I, Moscow, Izdatel'stvo "Planovoye khozyaystvo,” 

1929, p 10). 


In the process of elaborating and using the statistical data and other materi- 
als, statisticians and planners carried out a considerable amount of 
scientific-research work to unify the systems of statistical indices and 
planning computations, and to cchieve their methodological and meaningful 
unity. It is natural that only if this condition is observed can one make 
broad use of statistical information as the basis for developing the plan 

and then organizing the constant statistical supervision of the course of 
fulfillment of the planning assignments. 


The work of Gosplan and USSR VSNKh [USSR Supreme Council of the National 
Economy] in preparing the plan was headed by such major state figures 

as G. M. Krzhizhanovskiy and V. V. Kuybyshev. Many scientists, eminent 

economists, and statisticians were drawn in to elaborate the plan: S. G. 
Strumilin, E. I. Kviring, G. F. Grin'ko, V. V. Osinskiy, etc. 


After the adoption of the five-year plan, creative work that was completely 
unprecedented in its scope, enthusiasm, and organization extended over the 
country. The result of that work was the fulfillment of the planning 
assignments in 4 years and 3 months. A foundation for the socialist 
economy was laid -- a powerful heavy industry. New branches of industry 
were created and agricultural production was socialized. The material and 
cultural level of the urban and rural workers rose. The greatest achieve- 
ment of the five-year plan was the elimination of unemployment. 


In the course of carrying out the first five-year plan, the TsSU, together 
with the planning agencies, regularly supervised the fulfillment of the 
planning assignments; together with the economic agencies, carried out a 
considerable amount of work to improve accounting and reporting and their 
methodological principles, to organize special censuses, random research 
studies, to improve the system of statistical indices. All this, as a whole, 
increased the importance of statistics in the state, its role in the 
elaboration of the plans for the economic development of the country, and in 
supervising their execution, and converted statistics into an important 
means of administering the national economy. 


The period from 1930 through 1948, when the TsSU was part of USSR Gosplan, 

was characterized by the further development of statistics, the improvement 

of the system of operational reports concerning the rate of fulfillment of 
plans ana the deepening of the analysis of those reports. In the center and 

in the outlying areas a favorable influence was exerted upon the statisticians’ 
work by their direct participation in the work of the planning agencies. The 
statisticians were able to carry out a thorough analysis of the tasks confront- 
ing them under the conditions of the planning management, both with regard to 
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the generalization and use of data when elaborating current and long-term 
plans, and in the operational supervision over the rate of their fulfillment. 
It is necessary particularly to note the great importance of statistics 
during the years of the 1941-1945 Great Patriotic War. 


In 1948 the TsSU was taken out of the USSR Gosplan and was made an independent 
agency -- the Central Statistics Administration attached to the USSR 

Council of Ministers. USSR TsSU and its local agencies carried out a large 
amount of organizational, scientific, and methodological work to raise 
Statistics to the level of thenew, increased demands for state administra- 
tion and the planned management of the national economy. The chief features 
in the work of the TsSU were: the elaboration and prompt submittal to the 
government of reliable, scientifically substantiated statistical data 
demonstrating the rate of fulfillment of the state plans, the rise in the 
socialist national economy and culture, the existence of material resources 
in the national economy and their use, the correlations in the development 
of various branches of the economy, and the available reserves. 





The party and government gave USSR TsSU large tasks involving the statistical 
study of technical progress in the national economy, the more thorough 

study of the interbranch and intrabranch, as well as regional, economic 

ties and proportions. New branches of statistics were organized and developed. 
The object of study by those branches was new technology and technical 
progress, natural resources, etc. For that purpose USSR TsSU first carried 
out extensive work to draw up a report balance sheet for the national economy, 
to improve the methodology of computing its most important indices, and to 
construct balances sheets for production, consumption and accumulation of 

the social product, financial balance sheet, labor balance sheet, etc. 


For purposes of the more thorough study of the development of the economy of 
the union republics and the country's economic regions, in 1957 the TsSU 

of the union republics began to compute the social product and national 
income by individual republics. 


Projects involving the interbranch balance sheet for the production and 
distribution of output in the country's national economy became a scientific 
development and continuation of the balance-sheet research studies. The 
elaboratiou of these projects is carried out both in monetary and in 
physical terms. To reveal the interrelations and proportions in the national 
economy, an especially large amount of attention is paid to the coefficients 
of the direct and complete expenditures for production, which are computed on 
the basis of the indices in the interbranch balance sheet. It should be 
noted that this data is of great importance for planning the economy-wide 

and interbranch proportions in the national economy. 


The successful solution of the tasks assigned to the USSR TsSU was aided by 
the steps taken during the second half of the 1950's to achieve the further 
reinforcement of accounting, reports, and statistics in the country, the 
centralization in agencies of state statistics of the collection and elabora- 
tion of the reports pertaining to industry, capital construction, and 
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agriculture. With the centralization of the reports, there was also an 
increase in the role and responsibility of the statistical agencies in the 
prompt providing of the appropriate ministries with the information needed 
for supervising the rate of execution of the production plan and for 
resolving questions of administration. 


The statistical agencies resolved large organizational and program-methodology 
tasks in connection with the carrying out of the country's economic reforn, 
which began in 1965, when the party and the government adopted to the 
decision to improve the administration of the industry, to improve planning, 
and to intensify the economic incentives for industrial production. The 
carrying out of the economic reform required the serious improvement of the 
contents of the state reports submitted by the enterprises in connection 

with the new planning indices that characterize their operation. 


The decision by the statistical agencies of the new tasks posed as a result 
of the improvement of the administration of the national economy and the 
improvement of planning required the carrying out of a broad program of 
mechanizing and automating accounting, reports, and statistics in the 
country. At the present time more than 2,900 computer centers and stations 
are functioning within the USSR TsSU system. They are equipped with the 
latest computer technology, organizational technology, and means of communi- 
cation. They carry out a large volume of computational work not only for 
the statistical agencies, but also for thousands of enterprises and organi- 
zations in the national economy. An Automated System for State Statistics 
(ASGS) is being created. The functioning of this system is supposed to 
achieve a considerable rise in the level of work performed by the statistical 
agencies. The first phase of the ASGS has already been turned over for 
operation and its second phase is supposed to be turned over during the 
current five-year plan. 


The carrying out by USSR TsSU of a broad set of projects has created the 
realistic conditions for the major improvement of the status of statistics 

in the country, the intensification of the economic analysis of information, 
the presentation of the results of that analysis to the administrative and 
economic agencies, the complete use of the statistical materials when 
elaborating the current and long-range plans for the development of the 
country’s national economy. USSR TsSU and its local agencies regularly 
improve the forms of submitting the statistical materials and the results 

of their analysis. Since 1948 USSR TsSU and its local agencies have been 
developing statistical materials dealing with the rate of fulfillment of 

the national-economic plans and have been submitting analytical memoranda 
pertaining to the most important questions in the development of the national 
economy, its branches, the standard of living of the population, the develop- 
ment of the economy by regions of the country, and other questions, as 

well as special reports to the administrative agencies dealing with thse 
questions. 


This information is used by the planning and economic agencies for the purpose 
of supervising the rate of fulfillment of the national-economic pian. It 
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should be noted that the statistical supervision of plan fulfillment is 

not the simple statement of facts, but, rather, is their complete analysis 
for purposes of studying various phenomena and processes in the development 
of the socialist economy in order to ascertain definite tendencies and 
underlying natural laws governing that development, as well as the objective 
evaluation of the rate of plan fulfillment, the revealing of the positive 
and negative factors influencing the fulfillment of the planning indices. 
This analysis is carried out not only on the level of the country's national 
economy as a whole, but also by the country's individual economic and 
administrative regions, as well as by individual ministries and departments 
that are administering definite branches of the national economy. For 

these purposes, one uses statistics dealing with the development of the 
national economy in the individual republics, oblasts, and krays, as well 

as a considerable volume of additional data required to analyze the specific 
features in the development of the economy of those reg‘ons. 


A factor of especially great importance in the course of supervisirg the 
fulfillment of the planning assignments is the information that is of a 
warning nature. This, for example, is information concerning instances 

of nonfulfillment of individual plan indices, with an indication of various 
reasons: because of a shortage of skilled personnel, shortage of individual 
types of rate materials, shortcomings in the organization of the production 
process, incomplete provision with required equipment, etc. This information 
is especially important for enabling the economic agencies to exert a * 
time-responsive influence upon the rate of plan fulfillment. 


The statistical agencies devote a large amount of attention to providing 
informational support to economic analysis. For these purposes, provision 
is made for the constant accumulation of statistical, accounting, planning, 
normative, and other data needed for the regular, broad, comprehensive 
analysis of the country’s socioeconomic development, the elaboration of the 
specific recommendations for the agencies of administration in the use of 
the existing material, labor, and financial reserves that have been 
ascertained as a result of that analysis in the branch and territorial 
cross-sections. 


At the present time USSR TsSU is carrying out a large amount of creative 
work to fulfill the decisions of the 25th CPSU Congress and the subsequent 
plenums of the party's Central Committee. The 25th CPSU Congress pointed 
out the necessity of “improving the system of accounting and reports, 

and improving statistical information in conformity with the increasing 
requirements of administration and planning.” For the unconditional fulfill- 
ment of this responsible task, USSR TsSU, first of all, is expanding and 
deepening the work of improving the system of statistical indices so that that 
system .ill throw light most completely upon the socioeconomic processes and 
phenomena in society, the rate of fulfillment of the Tenth Five-Year Plan, 
the effectiveness of social production and the quality of the work performed, 
and will make it possible to provide the planning agencies with all the 
materials that they require. 
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A considerable amount of work is being done to create a system of indices 
for social statistics. A very important feature of this system lies in 
the fact that it stipulated the elaboration of many indices dealing with 
various social groups and segments of the populaticn. 


In the light of the decisions of the 25th CPSU Congress, primary importance 
is attached to the complete improvement of the system of indices of the 
effectiveness of social production, and, primarily, the indices of the 
materials-intensity and capital-intensity of production, the social produc- 
tivity of labor, the profitability of production, as weli as technical 
progress in the branches of the national economy. A system of indices 

for the natural resources and the environment is being developed. 


USSR TsSU is improving the statistical indices that characterize the 
development of economic ties with the socialist countries, paying special 
attention to the indices pertaining to the fulfillment of the Comprehensive 
Program for the Further Deepening and Improvement of Cooperation and 

the Development of the Socialist Economic Integration of the CEMA Member 
Countries. 


Naturally, the solution of the new tasks posed by the 25th CPSU Congress 
has required a raising of the level of the work involved in accounting 
and reporting, the further reduction of the amounts of time required for 
the submitting and elaborating of the statistical materials, the increase 
in the effectiveness of analytical work, the improvement of balance-sheet 
operations as one of the basic links in statistics. A large amount of 
attention is being paid to improving the methods of elaborating the 
interbranch balance sheets, which make it possible to o tain fundamentally 
new statistical data for the economic study of the natural laws underlying 
reproduction, especially for analyzing the correlation of consumption and 
accumulation in the national economy, and the growth rates in subdivisions 
I and II in social production. Thanks to the data provided in these balance 
sheets, it is now possible to analyze more deeply the tendencies in the 
change of structure of the national income and the final product, and 
their influence upon the rates, proportions, and branch structure of the 
national economy. 


When improving the methods of economic analysis, the statistical agencies 
devote more and more attention to the rate of results and the effectiveness 
of that analys‘s. 


One of the most important positive results of economic analysis is the 
ascertaining of the reserves available in the national economy -- 
reserves of material assets, financial means, manpower, etc. -- which can 
be used to fulfill and overfulfill the state plans for the country's 
economic and social development. 


At the present time a question that is of vital importance is the question 


of the more thorough statistical study and analysis of the distribution and 
use of labor resources -- the amount and composition of manpower, its 
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distribution over the territory of the country, the branches of the national 
economy, ministries, and departments, the analysis of the use of sanpower 
and work time. In this regard a factor of especially great importance to 
the national economy is the reporting balance sheet, annually elaborated 
by USSR TsSU, for the labor resources of the country as a whole, and the 
union and autonomous republics, krays, and oblasts. This balance sheet 

is used by the country's planning agency to elaborate such balance sheets 
for the period being pianned -- year, five-year period, or longer periods 
— in which, in conformity with the drafts of the state plans for economic 
and social development for the indicated periods, provision is maie for 
the following measures: the territorial redistribution of labor resources; 
the training of skilled personnel with a consideration of the production 
needs; and also the maximum use of the local labor resources. 


A considerable volume of new data concerning the size of the able-bodied 
population, the distribution of the population employed in social produc- 
tion, by branches of the national economy, groups of occupations, the type 
of labor, and the distribution of labor resources over the territory of the 
country, will be obtained from the materials of the 1979 Nationwide 
Population Census. 


As was already noted, one of the responsible tasks of USSR TsSU and its 
local agencies is the prompt submitting to the planning agencies of the 
Statistical base for elaborating the draft versions of the current and 
long-range plans for the coun-ry's economic and social development. During 
the course of elaboration of the very first five-year plans, a definite 
system was worked out for preparing these materials according to a mutually 
coordinated system of indices. At the present time this work is strictly 
regulated. A new stage in the use of statistics and its analytical 
materials in the process of planning is the participation of USSR TsSU and 
the TsSU of the union republics in the examination of the draft versions 

of the state plans for the country's economic and social development. In the 
findings prepared by the statistical agencies, many indices in the draft 
version of the plan are analyzed in their relationship with the corresponding 
indices for the development of the country's national economy and the 
economy of the union republics during the years that preceded the period 
being planned; in necessary instances, substantiated comments and recomen- 
dations dealing with individual indices in the draft version of the plan 
are provided, and an indication is given of the reserves available in the 
national economy. These materials, like the findings of other ministries 
and departments, are used by the planning agencies when refining the draft 
versions of the plans, when defining more precisely the growth rates for the 
indices in the development of the national economy and the national 
standard ofliving. Using the 50 years of experience in planning the 
development of the country's national economy and taking into consideration 
the present-day demands made upon the scientific level of pianning as the 
chief instrument for implementing the economic policy of the CPSU, the 
statistical agencies are systematically improving their work, taking all steps 
to assure the most successful rerolution of the tasks confronting then. 


COPYRIGHT: Izdatel'stvo "Statistika," 1979. 
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INSTRUCTIONS FOR FORMING SCIENCE-TECHNOLOGY R&D FUND 
Moscow EKONOMICHESKAYA GAZETA in Russian No 39, Sep 79 p 6 


{[Article: “Unified Fund for the Development of Science and Technology: 
Methodological Instructions Concerning the Procedure for the Formation and 
Use of the Unified Fund for the Development of Science and Technology 
(Approved by the USSR State Committee on Science and Technology, USSR 
Gosplan, USSR Ministry of Finance, and USSR State Committee on Prices, 

1l September 1979)") 


[Text] 1. General Remarks 


1.1. The Unified Fund for the Development of Science and Technology 
(hereinunder “the unified fund") is created in industrial enterprises and 
departments for the purpose of financing scientific-research, experimental- 
design, and technological projects and reimbursing the expenditures involved 
in the development and assimilation of new types of output and technological 
processes, the introduction of the scientific organization of labor, and 
the financing of additional expenditures to improve the quality of output 
and the increased expenditures during the first years of production of the 
new output. 


1.2. The unified fund is a carryover fund and its funds are not to be 
withdrawn and used for other purposes. 


1.3. Industrial ministries (departments) can transfer part of the unified 
fund to the disposal of the all-union (republic-level) industrial associa- 
tions and major production and scientific-production associations for the 
purpose of financing measures to develop science and technology which 
have been provided for by the plan. 


2. Procedure fof Formation of the Unified Pund fcr the Deve lopment 
of Science and Technology 


2.1. The unified fund is formed from deductions from the planned profits 


of scientific-production, production associations (enterprises) and 
organizations (hereinunder “associations (enterprises)") on the basis 
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of norms established for the ministry (department) in the State Five-Year 
Plan for the Economic and Social Development of the USSR (with a distribution 
by individual years) in percentages of the net output (normative), or in 
individual branches, the commercial output. 


In addition, there is channeled into the unified fund a part of the 
additional profit (total of the markups on the wholesale price) from the sale 
of the new highly-effective output and output with the State Quality Seal, 

in the amount of half its balance after deductions to be paid into the 
economic-incentive funds of the associations (enterprises), scientific- 
technical, designing-and-planning, and technological organizations. 





2.2. In order to determine the norms for deductions to be paid into 
the unified fund, the ministry (department) submits to USSR Gosplan, USSR 
Ministry of Finance, and the USSR State Committee on Science and Technology, 
proposals, which have been substantiated by computations, concerning the size 
of the norm for the period being planned, as well as the appropriate report 
data for the previous five-year period. 


2.3 For branches which are forming the unified fund for the first time, when 
determining the deduction norms for the period being planned, it is necessary 
to proceed from the size of their own expenditures for the fulfillment of 

the scientific-research, experimental-design, and technological projects: and 
measures linked with the development and assimilation of the new technology 
during the year that preceded the one being planned. 


2.4. The total amounts of deductions from the planned profit, for payment 
into the unified fund, are stipulated in the five-year financial plans (income 
and expenses balance sheets) of the ministries (departments), all-union 
(republic-level) industrial associations, and associations (enterprises) with 
a distribution by the individual years of the five-year plan. In the annual 
financial plans these deductions from the profit are broken down by quarters 
of the year. 


2.5. Deductions to be paid into the unified fund are made, as a rule, by all 
the associations (enterprises) operating for a planned profit. Within the 
limits of the total sum approved for the deductions to be paid into the 
unified fund, the ministry (department) can, if need be, differentiate the 
amounts of the deductions to be paid into that fund by the individual 
associations (enterprises). 


In the same procedure the union-republic ministry (department), with the 
coordination of the Councils of Ministers of the union republics, can 
differentiate the deductions to be paid into the unified fund by the subor- 
dinate associations (enterprises) of republic subordination, and can also 
leave the partially or completely deductedmeans at the disposal of the 
appropriate ministries of the union republics. 


2.6. The receipt of means paid into the unified fund from the total amounts 
of incentive markups to the wholesale prices is not provided for in the 
financial plans. 
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2.7. The means stipulated by the financial plan for the formation of the 
unified fund are transferred every month by the associations (enterprises) 
onto a separate account of the all-union (republic-level) industrial asso- 
ciation by the deadlines established for transferring to the budget the 
payments from profit (the 10th, 20th, and 28th of the month), in the amount 
of one-ninth of the quarterly sum. The ministries (departments) can establish 
for the individual associations (enterprises) carrying out the transfer of 
funds to the unified fund in insignificant amounts, month deductions to be 
paid by one of the indicated deadlines in the amount of one-third of the 
quarterly sum. The transferring of means to the unified fund is carried out 
by the indicated deadlines by the associations (enterprises) directly 
subordinate to the ministry (department). 


All-union (republic-level) industrial associations within a period of 3 
days transfer the indicated means to a separate account of the ministry 
(department) for the redistribution of working assets in the Board of 
Governors of USSR Gosbank. The means are recomputed in a total amount 
less that part which is left by the ministry (department) at the disposal 
of the all-union (republic-level) industrial association. 


In individual instances, for purposes of simplifying the settlements involved 
in the transferring of means to the unified fund and in compensating the 
planned expenditures, one is allowed to make compensation from that fund 

for the expenditures involved in bank-remittance operations, using the 

sums that are due to be transferred. 


2.8. The transferring to the unified fund of means from the additional 
profit (the total amount of markups on the wholesale price) is carried out 
by the associations (enterprises) to the account of the ministry (department) 
in the procedure and by the deadlines established for the transfer to the 
budget of payments from profit in excess of plan, based on the quarterly 

and annual accounting reports and balance sheets, as established by the 
Statute Governing the Procedure of Distribution of Profit, and by the 
Instructions Governing the Procedure of Making Settlements with the Budget 
Involving Payments from Profits. 





2.9. In the event of nonfulfillment by the associations (enterprises) of 
the profit plan (not considering the markups), the total amount of deductions 
of means to be paid into the unified fund is determined in conformity with 
the Statute and Instructions indicated in paragraph 2.8. The decrease of 
the size of the deductions to be paid into the unified fund by associations 
(enterprises) that are part of ministries (departments) for which a stable 
norm has been established for deductions from profit which are to put at 
their disposal, is determined in this instance by the ministry (department). 


2.10. In the accounting procedure, the sums that are to be sent by the 
associations (enterprises) to the unified fund are reflected as part of the 
withdrawn funds charged to profit. In the payment authorizations for the 
transfer of the means of the association (enterprise), there is an indication: 
"Deductions from profit, to be paid to the unified fund for the development 
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of science and technology for the month of ( quarter) of 
12 — n 





2.11. For purposes of the prompt and complete receipt of means transferred 
to the unified fund, USSR Gosbank grants the ministries (departments) 

in the procedure established by paragraph 17 of the 3 April 1967 Decree 

of the USSR Council of Ministers, No 280, credit against orders for the 
withdrawal from the subordinate associations (enterprises) of profit 
intended for the formation of a unified fund, and grants to associations 
(enterprises), in the event that they encountering any temporary financial 
difficulties, credit for the payment of those orders or authorizations for 
the transferring of profit to the unified fund (in the procedure set forth 
in paragraphs 201-208 of the USSR Gosbank instructional letter of 29 May 
1975, No 1). 





2.12. USSR Gosbank and USSR Stroybank grant to the ministries (departments) 
credit for the financing of projects to be paid for out of the means in the 
unified fund, in the event that, for the period of a year, there has been 

a discrepancy between the receipts to be paid into that fund and the 

amounts of expenditures from it, and grant to associations (enterprises) 
credit for the payment of projects being financed by the means in the unified 
fund, if these projects are fulfilled within shorter periods of time than 
stipulated by the plan, and also for the carrying out of highly-effective 
measures to develop science and technology that were not stipulated by the 
plan, with the repayment of the credit within two years from the day of its 
issuance against the means in the unified fund. This credit is granted 
under the guarantee of the ministries, departments, or all-union (republic- 
level) industrial associations. 


3. Procedure for Using the Means in the Unified Fund for the Development 
of Science and Technology 


3.1. The following types of expenditues are carried out at the expense of 
the means in the unified fund: 


3.1.1. — planned and additional expenditures for scientific-research, 
experimental-design, technological, and experimental projects to assure 
scientific-technical progress in the branch, which projects are to be 
executed by the subordinate scientific-research, designing-and-planning, 
and technological organizations, associations (enterprises), having within 
their makeup subdivisions that have been designated, by the established 
procedure, to be scientific organizations, as well as the expenditures for 
such projects to be executed on the basis of contracts by associations 
(enterprises) of other ministries and departments and by branch laboratories 
of higher educational institutions; 


3.1.2. — planned and additional expenditures involved with the preparation 
and the assimilation of the production of new and modernized types of 
output, tests made on them by the consumers, and the introduction of new 
technological processes, which expenditures are incurred both by the 
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subordinate associations (enterprises) and by the associations (enterprises) 
of the other ministries and departments that are involved in the execution 
of those projects as co-executors; 


3.1.3. — lump-sum and additional expenditures for improving the quality, 
service life, and reliability of the output being produced, as compared with 
those established in the currently effective state standards and specifica- 
tions for that output; 


3.1.4. — the increased expenditures during the first and, in individual 
instances on the authorization of the ministries, also the second year of 
series (mass) production of the new (modernized) output, with the exception 
of output being assimilated for the first time in the USSR, for which 
temporary wholesale prices are established. These expenditures are determined 
as the difference between the planned production costs for the first (second) 
year of the series production of the output and the production costs that 

are assumed when establishing the price for that output. These expenditures 
are financed from the unified fund also in events of assimilation of new 
articles and technological processes by other associations (enterprises) 

over a period of no more than three years from the beginning of production 

of the first consignment of new articles or the production of output with the 
use of a new technological process by the association (enterprise) that has 
assimilated the production of that output for the first time. 


For the purpose of financing the planned and additional expenditures involved 
in the preparation and assimilation of the production of new and modernized 
types of output, and also the increased expenditures during the first (and 

in certain instances also the second) year of series production of the new 
output, the means from the unified fund are released in volumes that assure 
the complete covering of the expenditures for the assimilation and intro- 
duction of new technology; 





3.1.5. — expenditures for other operations of an industrial nature which 
are linked with the assimilation and introduction of new technology; 


3.1.6. — the repayment of credit and the payment of interest on credit 
granted in the established procedure to the ministry (department) by USSR 
Gosbank and USSR Stroybank for the carrying out of measures to develop 

science and technology and to improve the quality of output, in excess of 

the quality indices established by the state standards and the specifications. 
3.2. The cost of the operations of an industrial nature that are linked 

with the assimilation and introduction of the new technology and that are to 
be carried out at the expense of the means in the unified fund, is taken into 
consideration in the overall volume of output, with the charging of a 
normative profit for the corresponding groups of articles. In the event of sale of 
experimental models (consignments), the proceeds are channeled into the 
restoring of the unified fund. 


3.3. No financing from the means in the unified fund is to be made for 
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expencitures carried out at the expense of other sources (production costs, 
capital investments, budgetary funds, etc.). 


3.4. Im necessary instances the means in the unified fund can be used to 
finance expenditures -- not included in the plan for experimental-planning 
operations -- involved in the preplanning studies carried out by scientific- 
research and construction-planning institutes, within the limits of the 
volume of the experimental-planning operations established for the ministry 
(department). 


3.5. For scientific-research, experimental-design, and technological organi- 
zations that have been converted to a system of settlements for the 
completely finished work that has been accepted by the customer, instead of 
payment for the work by completed stages, the expenditures indicated above 
are carried out prior to the planned deadline for the handing over of the 
projects, at the expense of bank credit and within the limits of the 

means made available by the customer as a result of the changeover to settle- 
ments without intermediate payments (unified fund and others). 


3.6. The means in the unified fund at scientific-production and production 
associations (at enterprises) and organizations of machine-building are used 
to pay, in accordance with the procedure established by the USSR State Commit- 
tee on Labor and Social Questions and the USSR State Committee on Science 
and Technology, the one-time bonuses for the development, assimilation, and 
mass production of especially important and highly-effective types of 
equipment and machinery, and also for the creation and assimilation of 
fundamentally new technological processes for the purpose of providing 
incentive for the project leaders and the workers directly participating 

in the creation and assimilation of those types of technology and techno- 
logical processes. 


3.7. As much as 20 percent of the means in the unified fund of the 

ministry (department) can be released to the subordinate scientific-research, 
design-and-planning, and technological organizations, and also to associa- 
tions and enterprises having within their makeup subdivisions which have been 
designated, by the established procedure, scientific organizations, for 
the purpose of creating a scientific-technical backlog in the branch. 


These funds are used to carry out: 


3.7.1. — fundamental theoretical and exploratory research and experimental- 
design projects linked with the creation of promising technological processes, 
systems of machinery and equipment for the complete mechanization and automa- 
tion of production, and with the creation of enterprises, machinery, and 
equipment of the future; 


3.7.2. — initiatory scientific-research, design-and-planning, technological, 
and experimental projects proposed by scientists and specialists, scientific 
and scientific-technical councils of scientific-research, design-and-planning, 
and technological organizations, as well as by scientists and specialists of 
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the associations (enterprises), in conformity with the plans approved by 
the administrators of the organizations, associations (enterprises). 


The differentiation of the amounts of the indicated specially-earmarked means 
by individual organizations is determined by the ministry (department) depend- 
ing upon the subject matter of the research and development and the necessity 
of intensifying the development of a particular trend in science and tech- 


nology. 


3.8. The procedure for the planning and financing of projects involving the 
creation, assimilation, and introduction of new technology, which projects 
are to be executed by the scientific-research, design-and-planning, and 
technological organizations, associations (enterprises) at the expense of the 
unified fund, as well as the procedure for keeping accounts on the expenditure 
of the means in that fund, are determined by the ministry (department) on the 
basis of these Methodological Instructions and the instructions approved by 
the USSR State Committee on Science and Technology, USSR State Gosplan, 

USSR Ministry of Finance, and USSR TsSU [Central Statistics Administration]. 


3.9. The procedure for the formation of the unified fund for the development 
of science and technology in nonindustrial ministries (departments) is 
established in conformity with these Methodological Instructions with a 
consideration of the peculiarities of the work performed by those ministries 
(departments) and is coordinated with the USSR State Committee on Science and 
Technology, USSR Gosplan, USSR Ministry of Finance, and USSR TsSU. 
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